by GENEVIEVE B. WIMSATT

Gapital Investment and Sales Expectations for 1963

Business Anticipaies Record Qutlays and Sales

EXPENDITUREE for new plang
and aquipment are budgeted by busi-
negsmen ni & record $39 billion for 1963,
5 percent sbove the 1962 total of
$374 hillion. Expenditurez oare ax-
poeeted Lo resume tha 1981-62 uptrend
alier n slight eaging dnring the Fall and
winter.

A broad range of industiies expecia
gales to inorenss o new hichs in 1963,
Both manufacturing and teade antici-
pate advanees of nbout 4 parcent while
public utilitiea are placing this year's
Tavenues about 5 percent above 10462}

Planined investment moderalely
higher in 1963

The 5-percent Tise in capital spending
projected for 1963 would represent a
better-thon-avernge annual geowth, for
the postwar period although it is not so
high ns the 8)4 percent incresss recorded
from 1961 to 1962, These outlays have
fevar besn characterized by repulavity
bt tend Lo “bunch” jn investment
boons and then (all off sharply. Since
the capitel investment eurge of 185657
expenditures for new plant and equip-
ment have not made o [averable
showing, ‘The 1957 record investmaont
outloy was not again equaled until
late laat year, although fourth qunrter
1962 gross national product hed risen
25 percent above its 1957 high.

The moderate ndeance anticipnted
for this year thus is not & grestly stimu-
lating factor to the aconomy os o wlhole,
At the present time the lastors in-
fluencing invesiment show & mixed pic-
ture—some [avorabla and others ad-
verse. Profits have bean -higher, and
their effect ¢n cash flow hos bean aug-
mented by fnater depreciation sched-
ules; extornal finsncing costz have
rempined velatively low; and the invest-
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ment tax credit bas o beneficial effect
an both equipment costs snd finencing.
On the other hand, the recent slow rate
of growth of finnl demand for goods snd
gervices nne resulted in less-Lhag-feil
utilization of sxisting capnaity.

Industry programs for 1963

Most major industry groups oxpeck
increages jb fized investment in 1963.
Duwrabls goods manufacturars anticipate
a riss of mors than a tengh in their
anpital expenditures this yenr over the
1082 totel. {Seecbart.) The dollar in-
craage [or this proup accounts for two-
filthe of the total advinee anticipated
by all buginess although capitnl outlnya
by durable goods produeers repreesnt
about one-fifth of agpregate fixed in-
vesiment hy sl nonfarm industries.
The group also registerad one of the
Jurgest relutive advances in 1562-12
peresnt.

Whila nccounting for oonly o smoll
proportion of total business cupital out-
Inye, railronds show the Inrgest relotive
increnses both in 1962 actual spanding
and in their projection of a one-seventh
risa [or 1963,

Communicetions nnd commercizl
firmae luvve had especially strong invest-
ment programs since 1957 ood antici-
pate & further advance of 6 percent in
1963,

Maderate incresses over 1962 ave
plonned by nondurable goode manu-
{ncturers and by public wtilities—3
pereent each. Declines in 1963 pur-
chazes of new plant and equipment nre
anticipated by rmining and nobrail
trangportation companjes, with sirlinea
necounting [or most of the reduction in
the latter group.

Quarterly programs for 1963

Capitel ontloys during the Arat 3
montha of 1963 nre now axpected to
hold at the fourth quarter 1962 sen.
sonplly adjusted annmal rete of $38

bilion. Dusinessmen then plan e
moke copital eutlays of 8384 billion in
the second quarter, with the rise
centared in transportation and public
viilities.

The venlization of $hese quarberly
and snnual 1983 programs mmply spend-
ing at a $40 Ballion sensonally adjusted
annunl rate ia the second half of thia
yeor.

This would represent a rise of nearly
5 perpent over tha projection (or the
first hall of 1963, with the advanca
attribulable Lo the pragrams of durabla
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vooda manufasturers, public wilities,
eommuujcations, and commoreis] firms.

Mining, railrond, and nondurable
poods prodoeers indicate some drop
Inter this yesr,

Renlication of 1942 programa

Frograms [or business capital spend-
ing in 1982, ag reported in March of
lnst year, wera realized durivg the yonr
with offsetiing changes among the
industry groups. Actual spending
amounted o $37.3 billion—the projec-
tion lost March wos Tor outlays of
£37.2 billion. Durable goods maneine-
turers spent 4 percent less than sehed-
uled, and utilities 2 percent less. Non-
durnble gooda companies’ outinye
matched sarly hudgets, Nonrail trans-
portotion had the largest upword re-
vigion, about 12 percent, while outlnys
by rijiroads and mining companies werp
¢losa to 7 percent above anticipntions of
n venr age.  The rednetion from earlier
progeams by durable goods producars
pentered in the iron and steel industy.

Purchagas of new productive facilities
dipped below projections in the first
quarter of lngt year, while expenditvres
in the sezond and third quarters equaled
or axceeded planned outlays. During
the fnal 3 months of 1962 actual
expendituras were 1 percent less than
antivipated. Outlays in the fowrth
quarter wers 1 percent helow the third
quarter, oo a seasonally adjusted basis.
Reaults of the curranb survey seein to
indicate that some of the spending
earlier budgeted for the fourth quarter
wis corried over into 1963,

Rising Manufacturing
Investment

The lag in fixed investment relative
to the Tise in general activity over the
post 5 yems has centered in manu-
Incturing, and more poarticulaly in the
dursble goods industiies.  Projected
sutlays for new factory facilities in 1963
of §15.7 billion—while 7 percent higher
than those of 19682—will sbill fall just
short of the 1957 total of $18 hillion,

Actual expenditures for pew plant
and equipment in the fowth gunrier
of 1962 by durable goods manufag-
burers were 20 percent above the 1961
receesion low; by lage this year oullays

SURVEY OF CURRENT BTUSINESS

aro expected to expand wnother 10
percent. A volume of spending of
mote than 58 billion is implisd for the
second half of 1963.

The rige in 1963 proprams over 1962
outlays for the dureble goods sector is
paced by tronsportation  equipment
producers. Both motor vehicle and
nonautomotive transportation equip-
ment manufacturers anticipats 1963
investmenta to be 12 perceni nnd 15
percent highey, vespectively, than loat

]

year. Tha corvesponding increases in
1062 were 12 percent and 23 percent.
These outlays in 1963, however, still
do not equal former records.

Metnls producers sre also rhising
their investment censiderably for the
current year. Iven and steel companies
plen expenditures of about $1% hillion—
up o 10th from their 192 nggragate.
List yenr actugl spending dipped o
liitle below 1961, Nonferrous metals
producers are onticipating inoreased

BUSINESS EXPENDITURES FOR PLANT AND EQUIFMENT
® Capitel Sponding Programed of New Highs In 1963

* Quiloys Hove Laggod During Post 5 Vaors
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outlaye following & substaniial rise last
yenr, though 1963 programs are well
below the penks of 1956-57.

Cuorront plons of capital goods pro-
ducere—elecirical nnd nonelectricol ma-
chinexy manufacturers—call for a samall
cutback in 1963, about 4 percent. Cap-
#%nl outlays by the alectrieal machinery
ndustry in 1062 were feactionally below
the 1981 high. Programs for 1963 an-
licipate o steady rate of spending
through the year. Noneleotrical ma-
chinery producers slso indicnte Little
qunrterly ohangs during 1863 follow-
ing the rather sharp pickup lest your.
Both industries are expecting snjes in-
vroases of about 5 percent this venr—
the knrgest advancen anticipated among
durable goods producers. (See chart.)

If nondurable goods producers’ in-
veatment programs me reclized 1463
outleya of nearly %8 billion will just
mateh the pravious high in 1957. Tha
3-pereent 1ise over 1062 expected for
this vemr iz shout the some as lnst
vear's, but outlays are expected to he
nt o steady Take throughout 1983.

Pacing the nondurphle goods group
both in 1A% apd 1962, textilea mnnu-
focturers are planning an increase of a
gixth in new plant equipment expend-
itires after o rise of one-fifth last yenr.
Anticipnted spending is above $700
million this Fenr for & new record, nod
sbows & -etrong upirend dwing 1963.
Daopracintion rules were relnxed enrlier

SURVEY OF CURRENT BUSINESS

tor thiz industry than for other busi-
nesses.  'The industry had made sub-
stantinl outlays in the early postwar
period but during most of the 1950'
expenditures for new plant and equip-
ment were rajatively low,

Noteworthy alse in the nondurable
gonde group is the S-percent advance
in irvestment plonned by the chemicnl
group for this year. This conirnsts
with & 3-percent drop lnst yenr. Little
chavge is expected in the pecond half
fram that in the first 8 months of the
yenr. Sales have shown a strong up-
trend in this industry and the projected
fi-percent rise in shipments {or 1983 is
larger than for any other monufreturing
industry.

In contrast, petroleum and rubber
companies are cutting back on eapital
putlays. Tha declines of 4 paresnt and
6 percent froma 1962 are of the same
moghitude az the inoroases in the
preceding yoar.

Paper monufestirers and other non-
durnbla paods producers, sxeept in the
food end beversge field, are raising
capital budgets. The inereasss planned
are pomewhat lorger than the actusl
gains recortled last yaar. Again in
1863 as in 1862, food nnd bavarage
producers nre hoiding eapital outlays
at the 1961 rate.

Invest-
ixed

Cuopital spending in nonmanufae-
turing in ihe past § years has presented
a stronger picture than has mnoufec-
turing. This has been due in Mmge
mensure to the fivin uptrend in expandi-
tores for new plont nnd equipment by
communieations and commareinl firma,
whoze outlays me ewrently at peal
rates (gee chart}. Current budgets
call for outlays G percent larger than
in 1862 it contrast with the 12 peresni
rise [nst year,

Within the commercisl group retail
trade remning the strongest area of ex-
panzion. The continuing rige in retnil
zalea, coupled with population shifts
and aew retailing techniquea hava ¢om-
bined to offer attrrctive possibilities for
furtber exponsion and improvemant of
ratail facilitina. "Wholesnle, sarvies, and
construction fims, on the obther hond,
are reducing capital budgeie for chis

Nonmanufactarin
ment Programs

Marh 1953

yeoar, while finance companies are hold-
ing capital spending just shove 1062
levals.

In 1962 expenditures for new railvoad
facilities rose considerably and a furthar
substantisl rise s snticipated thie ysor.
Howevar, 19862 cnpital cvtlays would
total $1 billion compared with the
regord 1Y billion in 1051. Inboth 1062
and 1063 plans, the expansion in out-

MANUPACTURERS GENERALLY FROJECT
SALES UPWABRD, BUT INVESTHENT
PATTERMNS MIXED

Billion § (rafle scale)
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lnys fov equipment is telatively greatar
than for road.

Public utilities’ investment in new
enpitol equipment has fluctunted within
i, narrow Fange in rerent veors, follow-
ing the gharp rize through 1067, Their
1963 eapital budgets indicate & con-
tinuation of this eituation: for the group
as 8 whola spanding is scheduled t rise
3 percent o $5.7 Yillion this year, after
& mingr dip from 1961 to 1962,

Hlectricity demand for the paat 5
veara lins been rather stabla nz o pro-
portion of dependable capocity. Cver
the period, however, indicated resarves
na & percent of peak lead have rigan
from 15 percent to0 26 parcent—tha
highest roscrve margin in the postwnr
period.

The alectric uiility companies ac-
count for all of the planned rise this
yvenr. However, gas frms after n dip
in the first hall are echeduling a sub-
atantinl increase in the second half
slose to the rather high second holf rete
of 1982 for this zroup.

SURVEY OF CURRENT BUSINESS

In transportation other than rail-
ronds, plenned 1963 outlayz are to be
ratbaek a  tenth from lost year's
apending which was ons-sixth above
1961.

Reduclions in  purchnses of mnew
Incilitiea are widesprend nmong the
¥arious  tranisportation groups, with
only pipeline companies indicaling
higher outlnys this yenr. Airlines’
programs itulicata the Inreest relative
deciense in 1963,

New Sales Records

Companiea coopernting in this survey
generally expect ligher aales in 1063
than in 1942, Mooulzglores, trade
firms, and the publie utilities all look
forward to record rates of operation.
Manufecturers expect the valus of 1963
shipmenta 1o be 4 percent higher than
fn 1962, with the dwrable end nondu-
rable goods groups ehing aboutequally
m the advance, The quartecly survey
of manufncturers’ sales and inventory

7

axpectations published eclsswhere in
this issue suggeszta Lhat a Inrger advance
is eapocted in the sccond balf year
than in the firae.

Tha netual inerense in durable gooda
gales Inst yonr wne 11 percent, ag com-
pored to an anticipation lnst Mnrch of
9 percent. Nondurahle goods pro-
cducers’ soles in 1362 wore & percent
above 1961, aboul the snme aaindizatad
in last yewr's survay.

Within hoth the hard and soft goods
sactors, oxpactations of higher snles
are widesprend smong the major in-
dustries. The lirgesé ndvences nve
anticipeted by electricsl mnokinery
and chemnical producers. The smallesi.
rutes of expected increages are shown
by transportation equipment and tex-
tals firms,

Retailers nnd wholesalers ara looking
forward to snles expansion in 1983 of
6 percent and 3 percent, respectively,

(Condinued on puge 11)
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now anbouwt 1.7 G@mes snles, a ratio
similar to that of the 195556 upswing
after peven querters of recovery bub
below that of similar perioda in the other
postywar exponsions. Stocks of appli-
ance-famiture and lumber-hardware
storea are now low relntive to sales by
aatlier postwar standerds, while aute-
motive denlers’ atock-sales ratios ara
about the same os in 1962 but lower
than experienced in other yenrs since
the introduction of the compacts,
The etock-sales ratio of nondurabls

goods distributers (hoth wholeaplers
and retnilers} changed lictle in 1961 and
the first belf of 1962 and subzequently
declived &0 1 month of soles. Retailers
o particolar have been showing evi-
dence of aconservative inventory policy.
The current stock-sales ratio is well
balow & yenr ago, and about the loweat
since the early postwer period, Cen-
eral merchandiss stocks are especially
low relative to anles, whils the ratioa for
fclod and npparel stores are somewhat
ow.

Housing Activity in Early 1963
(Continued from poge 8)

still showing of comparatively little
change, which is not expected to pick
up for another fow years.

Inecome and other fuctora

The elowdown in the growth in in-
come, . as .compared with the early
poatwar yeare, may also be favoring the
mudtifamily ndvance. Avernge cost per
housing unit, after allowing for prica
rise, hog been going up over the years aa
a rgflection of the higher quality housing
accommedations desired by consumers
with rising incomes. As the growth in
income has slowed, this upword trand
toword improved quolity has similarly
diminished, showing up as a shift

toward smaoller, less costly houwsing
accommodntions. Thus, from 1959 to
1962, unit coots for single-family and
muttifamily unite have snch advanced
about 7 40 9 parcent respaclively but
the eombined cost per unit is up oxly 1
percent over this pariod.

Moreover, with the virtual disap-
penrance of the inflationnry pressures of
the enrlisr postwuor years, thers may be
mora uncertainty attached to new home
buying thon before. A= long as prices
ware moving atrangly upieard, the new
housa purchnsar eould be assured of
recapturing his aquity plus some capi-
tal gain on & resals, so that the menns
of finnneing a higher priced home woa,

'in 4 sangs, antomstically insured.
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Facanctes ¢ lictle loweer

Thers is no evidence from surveys by
the Census Burean to indicate any con-
siderable increase in vneahcies in the
pnst 2 yeurs despite the large volume of
multiinmily construction in the recent
post. In fact, vocancies for all typas
of rentol units (single-fomily included)
were acbunlly a bit lower in 1962 thon

in 1961, 8 may be seon in Eable 2.

Some decline in vacancies appanra te
havo storted in the summer of 1961, or
very shortly ofter the time thot the
racent housiug advance was getting
underway. Mot much chenge hne
octcunyed, however, sinca the labter port
of Jask year.

Financing corstinues favorable for
housing

Fianncing conditiops vemain 1ela-
tively lavorable for housing even though
demographic and income offects are less
favorabls to single-Tammily hormes, With
private fixed investment demand con-
tinving sluggish, Buainesa inventory de-
mand of smull magnitnde, and business
in & highly liquid condition, lenders have
bad ample (unds availsble for builders
and homne purchasers. Loog-term inter-
ezt rotes wre still edging downward,
continning the modest declina that
started in the middle of 1981 and the
somewhat steoper decline that may b
dnted [rom tha end of 1959,

Capital Investment
{Continuad from p. 7)

or about the same ns the notusl geins
experienced in 1962, Last year, retail
eales were bettar thom anticipated
while wholesalers’' sales wers aliphtly
below expectationsz. Retailer®’ asales
in the first 2 months of the year weres
up 7 percent over a year ago.

Electric and pos utdities are pro-
jecting lesa of mn increass in revenwes
this yenr than the astnnl gnin achiavad
last year. Rovenus ithcrenses of &
percent are looked for this yasr by

-both segments of the indwstry as com-

pared to 7 percent advances from 1961
to 1962. The projestad rize for 1962
88 reported lnst March was £ pércantk.



